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Technical Notes and Manuals 13/01 | 2013 in applying these definitions to specific country circumstances. In this respect, the statistical manuals for macroeconomic statistics, such as the System of National Accounts 2008 (2008 or the equivalent European System of Accounts 2010 , (ESA 2010 , and the Government Finance Statistics Manual 2001 (GFSM 2001 , include definitions of government and guidance on their applications. While these manuals are written for professional statisticians and data compilers, they can also be helpful for policy purposes, including the design of IMF-supported programs, as proposed in this note. The definitions provided in the manuals follow a so-called institutional approach, referring to the institutions they cover. They range from a narrow definition, such as the budgetary central government, which encompasses only the entities fully covered by the general budget of the national government, to a broad definition, such as the public sector, which is comprised of all entities owned or controlled by a government. This paper analyzes the definitions of government used in recent IMF-supported programs, and illustrates some problems that can potentially arise when a precise definition is missing. There is a need for a precise definition of the term "government" to compile statistics for government or monitor program targets, because the entities from which information must be collected and presented need to be identified and specified. The same principle applies when governments set fiscal policy targets or establish formal fiscal rules, such as a balanced budget or targeted levels of government debt to GDP ratios. Such a precise definition is also needed to ensure consistency in the coverage of government across macroeconomic datasets.
IMF-supported programs contain a definition of government underlying the targets set in the program, but often not a precise one. The lack of a precise definition of government in programs could potentially lead to situations where doubt arises as to whether a given target was met, and makes even-handed treatment of members under IMF-supported programs more difficult.
The experience shows that precise definitions of government referring to international methodological standards provide a strong basis for addressing such questions when they arise. The inclusion of a precise definition of government, and a note on how this definition relates to the definitions of government in statistical manuals, would address these problems to a large extent.
The subject is of broader relevance in fiscal policy, and the study presented in this paper may serve as a basis for further research on definitions of government; for example, in the context of setting or monitoring fiscal rules. This is the case for the European Debt and Deficit
Procedure that includes precise and standard definitions of government, which are regularly reviewed and publicly available. Institutional changes, or reclassifications, are the subject of special investigations to assure fairness and even-handedness in monitoring the fiscal rules.
II. IMF-Supported Programs Analyzed in this Paper
The IMF provides financial support to member countries through several arrangements. As part of the support, the IMF and member countries agree on a Memorandum of Economic Technical Notes and Manuals 13/01 | 2013 and Financial Policies (MEFP), which includes a set of targets (performance criteria or indicative targets). The targets are usually specified in a Technical Memorandum of Understanding (TMU), which details the concepts associated with the targets. Since the IMF' s financial support goes to member countries, and national economic policies are designed and implemented by governments, these concepts naturally include a definition of government in the documents, although it may not necessarily be precise. 
III. What is a Precise Statistical Definition of Government?
A. Statistical Definitions of Government Statistical manuals include standard definitions of government that can be applied to all countries. A first step in setting up a definition is an analysis of government entities, broadly mirroring their economic and policy functions, which leads to their methodological classification as an institutional unit of government or not. The GFSM 2001 divides the general government (public) sector into five major levels for statistical purposes. As illustrated in Figures 1 and 2, government level 1 (GL1) refers to the narrowest definition of government, focused on the general budget; while GL3, the general government is a broader definition, which encompasses GL1, plus other entities including state and local governments. GL5 is the broadest definition of government, referring to the entire public sector.
In applying these definitions to any given government, the manuals offer guidance and a "decision tree" that is particularly useful in deciding how to classify a given institution.
Chapter 2 of the GFSM 2001 describes these in detail, emphasizing that the key to classifying a unit is not its legal status, but rather its main business. For example, a public (governmentowned) corporation would be classified as a nonfinancial corporation if it meets two criteria: it mainly produces for the market and charges economically significant prices. However, if a public corporation does not meet these criteria, it would be classified as part of general government, and not a nonfinancial corporation. Similar classification criteria apply to financial corporations.
The classification of a given government entity may change over time; for example, if a government rescues an insolvent financial institution, or sets up a defeasance structure to support However, GL3 is not the only definition and it may be advisable to set targets for several levels of government, especially if timeliness of data is a concern, as is often the case. For example, a program may set monthly revenue or deficit targets for GL1, supplemented by quarterly targets for GL3. A program may also choose to add targets for the nonfinancial public sector (GL4) or even the public sector (GL5) when the activities of state enterprises (nonfinancial and financial) should be monitored. It may be helpful to set such differentiated targets, as it would allow continuity with changing conditions.
There are a variety of legitimate reasons why the definition of government used in IMFsupported programs may differ from one another and from the statistical definitions. These reasons include: data for certain subsectors may not be available, or data may not be of sufficient frequency or timeliness for certain subsectors to monitor policy outcomes. However, for consistency with official statistics, a reference to standard definitions (for example, those used to compile national accounts and monetary statistics) is advisable. For example, a program may focus on monthly data of GL1 and refer to the need to reconcile these data with quarterly or annual fiscal data published for GL3. Discrepancies between the fiscal and monetary data are often the result of inconsistent coverage of government entities between the fiscal and monetary accounts. In practice, however, these definitions are not always the same, and differences could be highlighted in the IMFsupported program, even if they will not be addressed in the short term.
B. Data Sources for Country-Specific Definitions of Government
Since 2010, the IMF' s World Economic Outlook (WEO) database adopted GL3 as the standard definition of government for its fiscal data. These data are provided to the WEO database by the area department country teams and they may not be identical with the GFSY data, although metadata should explain any differences. The WEO database recognizes that for some countries GL3 fiscal data are not available, or are disseminated with long lags, rendering the data less relevant for program monitoring and forward looking analysis and projections. To fill data gaps, while maintaining a relatively high level of comparability, other less encompassing standard definitions of government (GL2 and GL1) provide second and third best options to be specified in the metadata.
IV. Potential Pitfalls of Monitoring Policy without a Precise
Definition of Government Another example is the term nonfinancial public sector, often used to refer to a somewhat ad hoc and partial selection of units that compose this sector. In some programs, state and/or local governments are specifically excluded, while in others they are not mentioned at all. adopt a broader definition of government. In this example, selecting GL2 would recognize the loan and lead to a deficit and it would also be fully reflected in the government balance sheet.
V. Definitions of Government in IMF-Supported Programs
A. Background
TMUs were examined to determine whether they included a precise definition of government for purposes of monitoring the IMF-supported program. A TMU defines the quantitative performance criteria and benchmarks 5 for a country supported by a Fund Arrangement.
This document provides the formally agreed upon definitions, between the country and the IMF, for the various aggregates subject to monitoring under a program, and thereby is the key reference to determine whether a country has met a given target.
To determine whether a precise definition of government was provided, the following criteria were used: Is there a specific reference to how government is defined for program pur- Bosnia' s TMU provides an example of a precise definition that meets the above criteria: entities receiving budgetary appropriations fails to capture that these entities can change from one period to another; therefore, the definition in example 2 is also not optimal to monitor government' s performance.
The general government is defined to include the governments of the State, the Republika Srpska Entity (RS), the Federation of Bosnia and Herzegovina Entity (Federa

B. Empirical Results
This study finds that 47 percent of the TMUs include a precise definition of government. The results are further examined by geographic region, by the IMF' s World Economic Outlook (WEO) regional grouping and by income level (Charts 1-3 and Table 3 The results by income level (Chart 3) show that upper middle income countries had the highest rate of precise definitions of government (55 percent), followed by lower middle income (53 percent), high income (50 percent), and low income (35 percent). The fact that the lower middle income group provided precise definitions of government at the second highest rate dispels the idea that level of income defines a country' s ability to provide such information, and suggests that there is room for improvement across all countries regardless of their income level.
Chart 4 below breaks down the results by Special Data Dissemination Standards subscribers (SDDS) and General Data Dissemination System participants (GDDS). The SDDS and GDDS are data dissemination standards aimed at enhancing data transparency and quality for improved surveillance and crisis prevention. The GDDS provides a framework for countries that aim to develop their statistical systems and eventually become SDDS subscribers. The results of the study show current SDDS subscribers providing a precise definition at a 73 percent rate while GDDS participants provided a precise definition at a 35 percent rate. In this section we highlight for selected countries the relative magnitudes of their different levels of government. This information can be used to gauge the importance of reconciling or understanding differences between the program targets and other fiscal data published. Charts 4-6 show data for countries with and without precise definitions of government, and trends over time for revenue and expense of GL1, GL2, and GL3 (as percent of GDP). The differences of these indicators, from one level of government to another, vary not only from country to country, but also over time. The countries examined with precise definitions of government are Greece, Portugal, Romania and Ukraine; the country without is Armenia. In some cases GL2 and GL3 track closely, while in others there is a large gap. In the case of Romania, these two levels have a large gap at one point in time and track closely at another. Precise definitions of government do not require any specific level of development or degree of statistical sophistication. The study showed that precise definitions of government were used regardless of levels of income across the spectrum of countries. Statistical manuals provide standard definitions of government that can be applied to all countries. However, country-specific details need to be spelled out to reflect the actual institutional structure of a given country' s government. Generally, the definition of GL3 can be obtained from the national statistical agency in charge of compiling the national accounts. Country-specific definitions of government based on statistical definitions can also be found in the IMF' s Government
Finance Statistics Yearbook (GFSY).
Ideally, a precise definition of government should be broad, preferably the general government (GL3), nonfinancial public sector, or public sector. However, there are a variety of legitimate reasons why the definitions of government may be narrower and could differ from the standard international statistical definitions. In these cases, a note on how the selected definition differs from statistical definitions would be helpful to avoid ambiguities. In addition, a clause that specifies how various transactions (and reciprocal stock holdings) with government entities outside the selected definition are to be treated (e.g., eliminated by consolidation) would further strengthen the definition. Finally, a clause requiring governments to highlight any changes in the institutional structure (e.g., creation of a new government unit) should be part of a precise definition of government. A reference to standard international methodological manuals can provide a common reference point and help ensure consistency in the definition of government across macroeconomic datasets. 
